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U.S. Balance of Payments 


The accumulation of gold and U.S. dollars by foreign 
countries in the first half of this year totaled $766 million, 
virtually the same as during the first half of 1954. Almost 
80 per cent of the total was accumulated in the second 
quarter, when gold and dollar assets increased by $580 
million, mainly as a result of a sharp rise in the outflow 
of U.S. private and government capital and higher mili- 
tary and travel expenditures abroad. The U.S. merchan- 
dise trade balance changed relatively little. U.S. private 
direct investment abroad rose from $73 million in the 
first quarter to $258 million in the second quarter, most 
of the increase going to Latin America. This consisted 
largely of short-term capital, however, in the form of tax 
payments by U.S.-owned foreign subsidiaries from funds 
which had been accumulated in the United States during 
previous quarters. Short-term capital shifted from a small 
net inflow in the first quarter to a $70 million outflow in 
the second quarter, owing to increased bank financing, 
especially to countries in the East, a sizable outflow of 
short-term funds to Canada, and a diminution of with- 
drawals from sterling accounts. While the increase in 
U.S. travel expenditures abroad was mostly seasonal, it 
was partly a continuation of the rising trend which has 
been evident throughout the postwar period. U.S. mili- 
tary expenditures abroad rose by $100 million, to a record 
$750 million in the second quarter, about one fourth of 


New International Finance Corporation 


The establishment of a new corporation for interna- 
tional finance, the Transoceanic Development Corpora- 
tion, was announced on October 3. It will be under the 
leadership of Kuhn Loeb & Co., First Boston Corporation, 
and S. C. Warburg & Co., Ltd. of London. The purpose 
of the corporation will be to acquire “carefully selected 
equity investments in foreign countries other than Canada 
and the United States.” It is stated that the policy will 
be to supplement, more or less, with equity capital the 
type of investment made by the International Bank for 
Reconstruction and Development and the Commonwealth 
Development Finance Co., Ltd. The authorized capital 
of the corporation is US$10 million; the initial paid-in 
capital is over $5 million. Under its charter, the corpo- 
ration may not only invest in existing companies; it may 
also promote, finance, and develop new enterprises. 
Source: The Journal of Commerce, New York, N.Y., 


October 4, 1955. 


which represented purchases of military goods for re- 
transfer under the military aid program. 

Compared with the first half of 1954, U.S. transactions 
in the first half of this year resulted in larger net pay- 
ments to continental Western Europe and its dependencies 
and to the non-sterling areas of Asia and Africa. The 
higher payments to continental Europe were attributed to 
increasing U.S. military expenditures, to larger U.S. 
grants, and to a larger capital inflow; this improvement, 
however, was more than offset by an adverse shift in 
multilateral dollar payments by that area. In non-sterling 
Asia and Africa, larger receipts arose from increased U.S. 
Government grants and U.S. imports, while U.S. exports 
remained unchanged. A worsening in the Latin American 
position was attributable chiefly to a decline in U.S. 
imports, although a rise in dollar receipts from third 
countries limited the fall in total gold and dollar receipts. 
The net private U.S. capital outflow to Canada was down 
more than two thirds from a year earlier; while Canadian 
earnings from third areas rose, the net gold and dollar 
loss increased by more than $100 million in the first half 
of this year. The sterling area position worsened largely 
as a result of a sharp rise in imports from the United 
States, particularly by the United Kingdom, where pro- 
duction was expanding. 

Source: Department of Commerce, Survey of Current 


Business, Washington, D.C., September 1955. 


Europe 


U.S. Direct Investment in the United Kingdom 


The postwar expansion of U.S. business investment in 
the United Kingdom has had beneficial effects on the 
pattern of U.K. foreign trade. In 1954, U.S. manufac- 
turing subsidiaries and jointly owned Anglo-American 
concerns operating in the United Kingdom produced 
about £550 million worth of American styled and de- 
signed goods, and probably half as much again was 
turned out by British firms manufacturing under Amer- 
ican license. As a result, nearly four fifths of “American 
products” bought by British consumers were actually 
manufactured in the United Kingdom. In certain engi- 
neering and chemical lines, the United Kingdom now is 
nearly self-sufficient, in contrast to 1938 when it obtained 
almost 70 per cent of its needs from abroad (usually 
from the United States). Moreover, U.K. exports of 


r 


these lines have grown faster than exports of other U.K 
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industries. Whereas in 1938 U.K. exports of these lines 
represented only 3 per cent of the corresponding U.S. 
exports, in 1954 they represented 40 per cent; and the 
quantity of U.K. exports of washing machines, refrig- 
erators, agricultural tractors, and excavating equipment 
is about the same as U.S. exports. One explanation of the 
beneficial effects of these U.S. subsidiaries on the U.K. 
trade structure lies in the favoring by the U.K. Govern- 
ment of foreign investment with a high export potential. 
From the U.S. standpoint, another factor has been foreign 
market restrictions against dollar products, which have 
provided an incentive for manufacturing in the United 
Kingdom and selling for sterling. Another factor has 
been the difference between U.S. and U.K. wage costs 
and the steady increase in the comparative efficiency of 
U.K. subsidiaries aided by U.S. research and develop- 
ment; many of these firms are now manufacturing at 
costs from one third to one half below those of the parent 
U.S. companies. On the other side of the payments pic- 
ture, dividend remissions to the United States by branch 
concerns have been relatively small and their future 
growth may be more than matched by expanding export 
achievements of these firms. 

Source: District Bank Review, 


September 1955. 


Manchester, England, 


U.K. Tourist Earnings in 1955 


The President of the British Travel and Holidays Asso- 
ciation has estimated that in 1955 overseas visitors to the 
United Kingdom will number over 1 million for the first 
time. Total U.K. earnings on tourist account will probably 
be £150 million, at least one third being in U.S. and 
Canadian dollars. 

Source: The Financial Times, London, England, Sep- 
tember 22, 1955. 


U.K.-Bulgarian Trade and Debt Agreement 


A new agreement signed on September 22 provides for 
trade, to the value of about £4.5 million, between the 
United Kingdom and Bulgaria in the next 12 months, 
and for settling U.K. claims for expropriated property 
rights and interests in Bulgaria. These are the first such 
negotiations between the United Kingdom and Bulgaria 
since the war. In the next 12-month period, the United 
Kingdom will issue licenses for about £1.5 million of 
Bulgarian goods, mainly fruit and vegetables; imports 
of other products, e.g., grain and oilseeds, are already 
under open license. In the same period, Bulgaria will 
buy some £2.5 million of U.K. goods, including machin- 
ery, textiles, fish, and copper sulphate. The two Govern- 
ments undertake not to discriminate against each other’s 
shipping. The continuance of U.K. export credits for 
exporters to Bulgaria is confirmed. 

The Bulgarian Government agrees to pay £400,000 to 
the U.K. Government in settlement of U.K. claims arising 


out of nationalization, expropriation, and similar meas- 
ures, claims arising under the Bulgarian Peace Treaty, 
and prewar commercial debts. It will be paid in annual 
installments of 5 per cent of the sterling proceeds of Bul- 
garian exports to the United Kingdom, the first payment 
being on March 31, 1956. If exports remain at the level 
of the estimate given above, payment should be complete 
by 1960. Bonded debt has been excluded from the settle- 
ment, but the U.K. Government has stated that it regards 
the rights of bondholders as being in no way affected by 
the agreement. 


Source: The Financial Times, London, England, Septem- 
ber 23, 1955. 


Monetary Developments in France 

A provisional report of the Conseil National du Crédit 
on monetary developments in France during the second 
quarter of 1955 states that the money supply increased 
slightly more than 2 per cent. For the first half of the 
year, the increase was 3 per cent, a rate similar to that in 
the first half of 1954. There was some reduction in the 
velocity of circulation. The increase in the money supply 
corresponded approximately to the increase (166 billion 
frances) in foreign exchange holdings of the Bank of 
France. There was a small net increase in bank credit to 
business, whereas credit to the Government declined 
slightly. 

The small increase in bank credit to business conceals 
the fact that total outstanding credit to business and 
individuals, including medium- and long-term credit 
granted by specialized credit institutions, especially for 
housing, expanded by 132 billion francs, or about 3 per 
cent during the half year. Owing to an increase in the 
supply of funds in these institutions, resulting particu- 
larly from increased savings deposits, the specialized 
institutions did not rediscount their loans with the Bank 
of France, and even repurchased some of their medium- 
term loans held by the Bank. Savings developments were 
favorable during the half year. The increases in liquid 
savings (particularly increases in savings bank deposits) 
and in purchases of new securities were substantially 


above those in the first half of 1954. 


Sources: Agence Economique et Financiére, Septem- 
ber 23, 1955, and Le Monde, September 24, 
1955, Paris, France. 


BLEU Exchange System 

The Annual Report for 1954 of the Belgian-Luxem- 
bourg Exchange Institute (IBLC) states that favorable 
economic developments in Belgium-Luxembourg, as well 
as in a number of other countries, enabled Belgium and 
Luxembourg to proceed with the progressive reduction of 
their exchange restrictions. In 1954 the number of 
operations that can be effected without exchange control 
formalities was increased; and in July 1954 a “free” 
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sector was created for certain financial transactions (see 
this News Survey, Vol. VII, p. 17). By taking these 
measures, the IBLC had wished to prepare the ground 
for an adaptation of the Belgian-Luxembourg exchange 
system to the move toward convertibility envisaged by 
other countries. This convertibility, it now appears, will 
extend only to current transactions, and, generally speak- 
ing, not to capital transactions. To countries making 
their currencies convertible, the BLEU intends to extend 
convertibility at official rates of exchange to holdings of 
Belgian and Luxembourg francs resulting from current 
transactions. This cannot be done for holdings resulting 
from capital transactions, however, since most other coun- 
tries have not followed the BLEU in its almost complete 
liberalization of such transactions. Prudence requires 
that the BLEU shall not use its central monetary reserves 
to sustain free market exchange rates. For this reason, it 
will be necessary to maintain a distinction between the 
“controlled” sector of current transactions and the “free” 
sector of capital transactions. 

Source: Agence Economique et Financiére, Brussels, Bel- 

gium, September 9, 1955. 


Antidumping Duties in Belgium-Luxembourg 


The Belgian Government has decided to impose tempo- 
rarily on imports of some foreign goods the special anti- 
dumping duty which, in terms of the GATT, is permitted 
for imports under conditions of abnormal competition. 
As a first measure, it has decreed that a special duty 
should be payable on imports of matches from Eastern 
Germany, Hungary, Poland, and Czechoslovakia, and on 
bathtubs from Hungary. 

Sources: Moniteur Belge, September 1, 1955, and Krediet- 
bank, Weekly Bulletin, September 11, 1955, 
Brussels, Belgium. 


Easing of Customs Controls in Switzerland 


The Lower House of the Swiss Parliament has agreed 
to a proposal aimed at easing customs regulations for 
travelers. European travelers will be permitted to export 
freely from Switzerland souvenirs to a total value of 
Sw F 400 (almost £33) per person; and for travelers 
from overseas, the total permitted will be Sw F 2,000 
(about £166). Swiss citizens will be allowed to import 
freely foreign goods to a value of Sw F 50 (about £4) 
per person. 

Source: The Times, London, England, September 22, 
1955. 


Finnish Import Deposit Scheme 


When an advance deposit of 10 per cent of the c.i-f. 
value specified in the import license was introduced in 
Finland as a requirement for obtaining an import license 
after July 1, licenses in certain currencies whose use was 
not restricted .y the Bank of Finland were exempted 
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(see this News Survey, Vol. VIII, p. 20). Effective Sep- 
tember 1, however, the deposit scheme has been extended 
to imports from all countries. 

The Bank of Finland has set the maximum period of 
deposit at one year, since it was considered unreasonable 
to retain the deposit for the whole period of validity of the 
license for imports with a long delivery period. Thus, the 
deposit will be refunded after one year even if the license 
has not yet been completely used. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, Fin- 
land, September 1955. 


icelandic Fish Catch 


The total Icelandic fish catch during the first seven 
months of this year was 285,646 metric tons, or 4.5 per 
cent larger than in the corresponding period last year. 
The herring fisheries which started in July yielded in that 
month only 19,800 tons, or about the same as in July 
1954; this is considered a very poor catch. The increase 
in the total fish catch this year therefore is due to a 
larger catch of whitefish. 

Slightly over 40 per cent of the whitefish catch this year 
was used for the production of quick-frozen fillets, in 
contrast to last year when about half of the catch was 
used for that purpose. The change has been caused by 
new market conditions. A larger share than last year has 
been used for stockfish and salted fish. 

Thé catch by motor vessels this year has risen by 12 
per cent, while the catch by trawlers has declined by 
8 per cent. 


Source: Aegir, Reykjavik, Iceland, September 1, 1955. 


West German Trade with the United States 


West German exports to the United States continued to 
increase in July, when they totaled $34.1 million, exceed- 
ing exports in June 1955 by $5.9 million and those in 
July 1954 by $8.3 million. According to a report of the 
Society for the Promotion of German-American Trade, 
exports to the United States in the first seven months of 
this year reached $200.4 million, which was 25 per cent 
greater than the figure for the corresponding period in 
1954. 

In spite of this increase, the trade balance has deteri- 
orated steadily, as imports from the United States into 
Western Germany have increased more rapidly. July im- 
ports amounted to $70 million, against $42.7 million in 
July 1954; and the total for the first seven months was 
$417.5 million, an increase of 43 per cent over the same 
period of 1954. Both exports to and imports from the 
United States have risen more sharply than over-all ex- 
ports and imports. In the first eight months of this year, 
total German imports exceeded those for the same period 
of 1954 by 32 per cent, and exports rose by 17 per cent. 
Liberalization of dollar imports, coupled with the present 
high level of demand in Western Germany, is largely 
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responsible for the increase of imports from the dollar 
area. This explains in part the fact that Western Ger- 
many’s over-all export surplus for the first eight months 
of this year (DM 692 million) was equal to only one third 
of the surplus (DM 2,092 million) in the first eight 
months of 1954. 


Sources: Franfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, September 10, 1955; Neue 
Ziircher Zeitung, Ziirich, Switzerland, Septem- 


ber 22, 1955. 


Middle East 
Egyptian Import Entitlement Accounts 


Free market import entitlement account quotations in 
August were steady, with the premium on sterling at ap- 
proximately 104% per cent, the deutsche mark, 124g per 
The Egyptian 


Cabinet has announced the abolition, as from Septem- 


cent, and the U.S. dollar, 14.6 per cent. 


ber 1, of the entitlement account system for sterling and 
deutsche marks. It will be replaced by a 7 per cent tax 
on imports. The tax will apply to imports from all coun- 
tries and will cover all items except capital goods, raw 
materials, and publications. Dollar imports will continue 
to be subject to the entitlement account system as well 
as to the new tax. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 
don, England, September 1955. 


Egyptian Cotton Exports 


Egypt’s Minister of Finance and Economy has an- 
nounced that cotton exports during the season ended 
August 31, 1955 amounted to 5,500,113 million kantars, 
against 7,223,425 million kantars during the 1953-54 
season (1 kantar = 99.05 pounds). The Government 
has also announced a change in the basis for minimum 
prices guaranteed to growers during the 1955-56 season. 
Minimum guaranteed prices for cotton of the Karnak 
and Menoufi varieties will be based on grade “Good to 
Fully Good” instead of grade “Good,” and those for 
Ashmouni and Giza 30 will continue to be based on grade 
“Good.” The new minimum guaranteed prices are 55 
tallaris per kantar for Ashmouni, 59 for Giza 30, 64 for 
Menoufi, and 69 for Karnak (1 tallari = US$0.575). 

A reduction, effective September 1, in the tax on cotton 
exports has been announced. The tax on cotton of the 
Karnak and Menoufi varieties has been lowered from 
15.20 tallaris to 8.20 tallaris per kantar (from US$0.0877 
to US$0.0477 per pound); and that on Ashmouni and 
Giza 30 has been reduced from 10.20 tallaris to 2.20 tal- 
laris per kantar (from $0.0588 to $0.0128 per pound). 
Sources: Department of Agriculture, Foreign Crops and 

Markets, Washington, D. C., September 19, 
1955; Al Ahram, Cairo, Egypt, September 21, 
1955. 
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Export-Import Bank Loan to Ethiopia 

The Export-Import Bank of Washington announced on 
October 3 a credit of $24 million to Ethiopia for the 
development of commercial airfields and aviation facili- 
ties. The credit will also be used to purchase passenger 
aircraft for use on international routes and cargo planes 
to be used within Ethiopia. 
Source: The Journal of Commerce, New York, N. Y.., 

October 4, 1955. 


Far East 


Speed-Up Plan for Indian Docks 


The Government of India Dock Workers’ Enquiry 
Committee has reported a progressive deterioration in the 
turn-around of ships in Indian ports, particularly Bombay 
and Calcutta, owing to the “go-slow” tactics of dock 
workers, lack of discipline, the ineffective working of 
Dock Labor Boards, and inadequate machinery for dis- 
ciplinary action. As a means of speeding up the turn- 
around of ships, the committee has recommended payment 
by results to dock workers instead of the present system 
of flat-rate wages. It has also recommended that the 
chairmen of Dock Labor Boards should have disciplinary, 
as well as administrative, powers. 

Other recommendations include the progressive trans- 
fer of pool workers to monthly registers, to ensure greater 
regularity of work and more efficiency; eight paid holi- 
days a year for registered dock workers; discouragement 
of overtime work, which should be permitted only for 
finishing shifts and then should not exceed two hours at 
a time; three eight-hour shifts a day (two compulsory for 
employers, and one optional, subject to approval by the 
port authorities); the organization of shore labor on a 
less casual basis; and a piece-rate system for shore 
workers engaged in loading and unloading cargoes. 
Source: The Financial Times, London, England, Sep- 

tember 14, 1955. 


Indian Cotton Import Policy 


The Government of India has suspended the importa- 
tion of raw cotton from the non-dollar area. Accordingly, 
applications for such imports will not be entertained 
until further notice. 

Source: The Financial Times, London, England, Sep- 
tember 16, 1955. 


Ceylon’s Industrial Development 

Eighteen small-scale industries in Ceylon have been 
selected for government assistance in the fiscal year 
1955-56. The industries include those producing kaolin 
and ball clay, agricultural machinery, suitcases, tiles, um- 
brellas, wire products, steel and copper drawing wire, 
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ceramic ware, chappals and slippers, shoes, glassware, 
cycle tires and tubes, galvanized buckets, asbestos, bi- 
cycles, bonbons, confectionery, and cement. The average 
capital outlay is expected to be between Rs 50,000 and 
Rs 100,000. 

The Government also invites bids for the exploitation 
of a deposit of approximately 4 million tons of heavy 
mineral sands containing ilmenite, rutile, and zircon. Two 
proposals have been made by the Government for the 
extraction of these minerals. Under the first proposal, 
the concessionaire would pay a royalty per ton on sand 
exported from Ceylon. The second proposal calls for the 
creation of a company to refine the sands in Ceylon. 
Joint participation of local and foreign capital would be 
required, the extent of foreign participation to be the 
subject of negotiation with the Government. To a foreign 
firm entering Ceylon on the basis of the second proposal, 
the Government guarantees free entry and the subsequent 
repatriation of capital and new profits. The Government 
will also furnish limited port facilities, assist in recruiting 
labor, provide general services in the field of public 
health, housing, all-weather road facilities, etc. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 22, 1955. 


Expansion of Activities of Thai Trading Companies 


The Changwad (provincial) trading companies in 
Thailand—51 per cent of whose shares are owned by the 
Government—are now expanding their business activities 
to include export trade. The Warehouse Organization, 
with total capital of 125 million baht to be provided by 
the Government and with an initial capital of 10 million 
baht, will assist the companies by providing them with 
warehousing and other services. At present, the Organi- 
zation is building a large modern godown for the storage 
of rice at Klong Toey Harbor, and is constructing other 
godowns in the provinces, to facilitate the rice and vege- 
table trade. 

The Agricultural Products Trading Company (Phued 
Kasikam) also will help the Changwad companies and 
the Warehouse Organization in exporting peanuts, green 
peas, maize, and less important agricultural products. 
The Ministry of Economics owns 40 per cent of the shares 
of the Trading Company, which at present exports rice, 
salt, fish, and soybeans. 

Source: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D. C., September 26, 1955. 


Exchange of Banknotes in Vietnam 


Beginning October 1, banknotes to the value of 4 billion 
piastres are to be withdrawn and exchanged in Vietnam. 
Cambodian and Laotian notes will be withdrawn first, 
and later the notes of the Bank of Indo-China, leaving 
only the fiduciary issue of the National Bank of Vietnam 
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in circulation. The difficulties of the exchange are sub- 
stantially increased by the opportunities for speculation 
offered by the large holdings of merchants in Hong Kong 
and Singapore. It is reported that the volume of sales 
in Hong Kong in a single week amounted to 10 million 
piastres. Considerable quantities of the notes of the Bank 
of Indo-China are,moreover, held in Vietminh, while there 
is a movement of Vietnam piastres into Cambodia, to 
be exchanged for the new Cambodian currency, which is 
thought to have more stability than that of neighboring 
States, 


Source: Marchés Coloniaux du Monde, Paris, France, 
September 17, 1955. 


Foreign Trade of Mainland China 


Foreign trade of Mainland China in 1954 is reported 
to have been more than 8,400 million yuan in value, and 
Industrial installations 
and equipment, raw materials, chemical fertilizer, and 


over 9 million tons in weight. 


other capital goods accounted for 89 per cent of total 
imports. China began to export such light industrial 
products as wire, nails, knitwear, vacuum bottles, foun- 
tain pens, and cotton goods, valued at 150 million yuan. 
Exports of animal products, fruits, tea, silk, pork, handi- 
crafts, and mineral products increased. Grain exports in 
1954 remained at the 1953 level. Capital goods for na- 
tional construction accounted for 93.5 per cent of the 
imports from communist countries in 1954. 


Source: Far Eastern Economic Review, Hong Kong, Sep- 
tember 1, 1955. 


Economic Conditions in Japan 


The report made on August 31 by the Japanese Finance 
Ministry to the Council on Government Finance (an ad- 
visory body composed of appointees from financial and 
other circles) presents the Ministry’s views on the state 
of the national economy, in the light of which the Council 
will discuss the budget for the fiscal year commencing 
April 1956. The report notes that the tight fiscal-monetary 
policy for achieving a sound economy, pursued since the 
fall of 1953, has achieved notable results, such as an 
improved balance of payments, correction of the unfavor- 
able domestic-foreign price gap, checking of the price- 
wage spiral, financial normalization, and elimination of 
inflationary industrial practices. The improvements in the 
balance of payments have led to demands for an easing 
of the stringent line, but the national economy is still 
in need of consolidating the results achieved under the 
fiscal-monetary policy. 

During the fiscal year ended March 31, 1955, there 
was a balance of payments surplus of $340 million. A 
sizable surplus is also expected during the current fiscal 
year. However, the surplus during the last fiscal year 
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was due in part to receipts of $590 million from special 
procurements 

The Ministry points out that the estimate of $1,155 
million for total foreign exchange holdings at the end of 
last July must be considered in relation to the mounting 
burden of annual foreign debt payments. 

Economic growth must be based on export expansion, 
and to maintain economic balance the expansion must 
be noninflationary. This means that productivity must 
be increased through rationalization and normalization of 
the national economy and industries. Any policy that in- 
vites inflation once again must be avoided at all cost. 

Although inflationary factors in the economy are not 
considered strong, the possibility is there for an 
inflationary-speculative revival if government finances ex- 
pand by more than a moderate amount, aided by psycho- 
logical forces. It is important that the budget for the next 
fiscal year should be planned to assure that the effort 
of the past year and a half toward a sound economy 
shall be continued, and that progress toward economic 
self-support and real expansion shall not be delayed. 
Source: Bank of Japan, Fortnightly Letter, Tokyo, Japan, 

September 1, 1955. 


Japan's Record Rice Crop 


Japan’s rice crop in the current year has been estimated 
at the record figure of 374 million bushels. This repre- 
sents an increase of 70 million bushels over 1954 and 
20 million bushels over 1933, the previous record crop. 
Despite the large crop, it is believed that Japan will still 
have to import about 76 million bushels if the consump- 
tion level of 450 million bushels is to be maintained. 
Source: The Nippon Times, Tokyo, Japan, September 10, 


1955. 


Indonesia's New Import System 


Additional information relating to Indonesia’s new 
import system (see this News Survey, Vol. VIII, p. 114) 
indicates that the position of Indonesian nationals in 
Indonesia’s import trade has been further strengthened. 
Henceforth, they will be permitted to import all kinds of 
goods—not only some kinds as hitherto. In addition, they 
will be accorded preferential treatment in respect of 
imports from certain Asian countries, while imports from 
Japan and certain government imports will be handled by 
them exclusively. Furthermore, a certain proportion of 
the available foreign exchange will be earmarked for 
their use. If the value of imports by a non-Indonesian 
importer exceeds the Rp 5 million which he is required 
to deposit with a foreign exchange bank before a foreign 
exchange permit is granted, an additional amount must 
be deposited to cover the difference. 

It was previously reported that the imports of con- 
trolled goods, such as cambrics, newsprint, etc., will no 
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longer be handled by a special agency, but that the new 
Trade and Foreign Exchange Bureau will issue import- 
cum-foreign exchange licenses for them in the same way 
as for other imports. The prices of these goods will still 
be controlled, however, the control being henceforth exer- 
cised by the Monetary Board and the Ministry of Eco- 
nomic Affairs. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., September 26, 1955. 


Indonesian Trade Agreements 


Indonesia and India have extended to December 31, 
1955 a trade agreement which was originally concluded 
in January 1953. As formerly, the agreement provides 
for the exchange of goods, subject to, and within the 
scope of, the general import and export regulations in 
force in each country. It calls for an exchange of Indo- 
nesian tin, rubber, copra, palm products, spices, timber, 
hides and skins, etc., for Indian cotton yarn and cotton 
textiles, jute and woolen textiles, coal, cement, chemicals 
and pharmaceuticals, rubber tires and tubes, some kinds 
of machinery, including industrial and electrical machin- 
ery, domestic appliances, tobacco, paper and stationery, 
etc. The trade between the two countries is, however, 
not to be confined to the lists in the agreement. 

Indonesia and Singapore have outlined plans for mutual 
trade following the negotiations between representatives 
of the two Governments which were concluded on Sep- 
tember 12, 1955. A joint communiqué has announced 
that Indonesia would end discrimination against imports 
from Singapore and would temporarily relax the ban on 
exports of Indonesian rubber slabs. A permanent agree- 
ment on these lines is to be worked out later, when the 
negotiations may also cover Indonesia’s trade with the 
Malayan Federation. It is further reported that Singapore 
will soon appoint a Trade Commission for Indonesia to 
serve as a permanent liaison between the two Governments. 
Sources: The Statesman, Calcutta, India, August 27, 

1955; The Journal of Commerce, New York, 
N. Y., September 13, 1955. 


United States and Canada 
Consumer Expenditure and Income in the United States 


The maintenance of a high volume of consumer buying 
was of considerable influence in limiting the extent and 
duration of the decline in economic activity in the United 
States which began after mid-1953. With the exception 
of personal consumption, which rose by nearly $4 bil- 
lion, and private fixed investment, which rose very slight- 
ly, all major components of gross national product de- 
clined from mid-1953 to mid-1954. In the following year, 
personal consumption showed the largest absolute in- 
crease, rising by $15 billion. Consumer spending has in- 
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creased at a faster rate than disposable income since 
early 1954. From the second quarter of 1954 to the second 
quarter of 1955, expenditure rose by 6.5 per cent, while 
disposable income increased by only 5 per cent. The rise 
in consumer buying has stimulated business activity, both 
directly and indirectly. The direct effects on employment, 
production, income, and orders have been clearly indi- 
cated by recent reports. Indirectly, the rise has been a 
factor which encouraged firms to expand their fixed in- 
vestment programs in 1955. 

During the first half of this year, the spending-income 
ratio of consumers averaged 94 per cent, the highest rate 
since the second half of 1950 (following the outbreak of 
hostilities in Korea), when the rate was 94.6 per cent. 
The spending rate fell to 92 per cent in early 1951 and 
continued at that rate until late 1954. The proportion 
of income spent on durable goods rose from 11 per cent 
in the first half of 1954 to 13 per cent in the first half 
of 1955, increased buying of automobiles being chiefly 
responsible for the rise. Shifts in the spending-income 
ratios for other types of goods and services were rather 
small and tended to offset each other. 

Source: Department of Commerce, Survey of Current 


Business, Washington, D. C., September 1955. 
Losses on U.S. Price-Support Program 


Losses incident to the operation of the U.S. agricultural 
price-support program totaled $800 million in the fiscal 
year ended June 30, 1955; this was almost double the 
$419 million loss of a year earlier. Losses arise princi- 
pally from donations at home and abroad of surplus farm 
commodities and from sales of commodities at less than 
the cost of purchase. The Department of Agriculture had 
$7.1 billion invested in farm surpluses at the end of fiscal 
1955, compared with $6.0 billion a year earlier. 
Source: The Journal of Commerce, New York, N. Y.., 


September 22, 1955. 


U.S. Cotton Export Policy 


The U.S. Department of Agriculture has announced 
that its special cotton export program, previously an- 
nounced in mid-August on a tentative basis (see this 
News Survey, Vol. VIII, p. 63), will become effective 
at the beginning of 1956. Under the program 1 million 
bales of cotton of 154, inch or shorter staple length will 
be made available for sale to exporters. Cotton purchased 
from the Department must be exported and no substitu- 
tions will be permitted. Purchasers will be required to 
guarantee exports at prices less than the minimum for un- 
restricted use. Cotton sold under the special program 
cannot be charged against surplus sales under the Agri- 
cultural Trade Development and Assistance Act (Pub- 
lic Law 480). 

Source: Department of Agriculture, Press Release, Wash- 
ington, D. C., September 21, 1955. 


U.S.Canadian Trade Discussions 


The Joint United States-Canada Committee on Trade and 
Economic Affairs, comprising Cabinet members of both 
countries, meeting in Ottawa on September 26, discussed 
international trade problems arising from the accumula- 
tion of large stocks of agricultural products. It was agreed 
that there should be close consultation between the two 
countries in order to avoid interference with normal com- 
mercial marketings. A meeting of U.S. and Canadian 
officials will be held later to define suitable methods of 
disposing of farm surpluses. 


Source: The Globe and Mail, Toronto, Canada, Septem- 


ber 27, 1955. 


Latin America 


Export-Import Bank Loan to Peruvian Copper Corporation 


A loan agreement for an amount not exceeding $100 
million has been signed recently by the Export-Import 
Bank of Washington and the Southern Peru Copper Cor- 
poration, a subsidiary of four U.S. mining corporations. 
The loan will aid in financing the U.S. dollar costs of 
developing the Toquepala copper project in southern 
Peru. 

The credit was authorized in principle in November 
1954, conditional upon the working out of certain ar- 
rangements—which have now been completed—to the 
satisfaction of the Bank and the borrower (see this News 
Survey, Vol. VII, p. 165). 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., September 30, 1955. 


Other Countries 
Credit Policy in Australia 


The Annual Report of the Commonwealth Bank of 
Australia, for the year ended June 30, 1955, which was 
published in September, expressed concern about trends 
within the Australian economy. The present rate of de- 
velopment and investment, particularly in the private 
industry sector, combined with the rapid growth of hire- 
purchase finance, had raised expenditure to a level which 
strains internal resources and causes pressure on inter- 
national reserves. Import restrictions, which had been 
applied to protect these reserves, would tend to increase 
the pressure of internal spending. This pressure would 
need to be counteracted by other measures, including 
appropriate action in the field of monetary policy. 

The report stated that in 1954-55 the policy of the 
central bank aimed at checking the growth of expenditure, 


which endangered both internal and external stability. 


Accordingly, in the early months of the year, Special 


Account policy was administered so as to permit access 


to a volume of liquid assets large enough to ensure 
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reasonable freedom of action, but still calling for some 
restraint on the part of the banks. The average ratio 
of liquid assets plus government securities was sustained 
by releases from Special Account totaling £56 million 
from July to November to offset the loss of liquid assets 
associated with the decline in international reserves. At 
the same time, the continued cooperation of the banks 
was sought in a general policy of reducing the rate of 
growth of bank advances. But advances continued to 
expand rapidly, endangering economic stability. Accord- 
ingly, releases from Special Account later in the year were 
less than originally contemplated, and the loss of inter- 
national reserves was allowed to have a heavier impact 
on the liquidity of the banks. (Total releases for 1954-55 
amounted to £A 71 million, compared with a reduction 
of £A 142 million in international reserves.) Certain 
banks had allowed advances to increase at a rate which 
seriously encroached on the standard set by the central 
bank—namely, to observe a ratio of liquid assets plus 
government securities to total deposits of about one 
quarter. 


Source: Commonwealth Bank of Australia, Report and 
Balance Sheets June 30, 1955, Sydney, Australia. 


Australian Import Restrictions 


The Australian Government announced on Septem- 


ber 27 the imposition of further import restrictions 
which are intended to reduce imports by £A 80 million 
a year. The restrictions will not affect the normal flow 
of imports before next April, so that their effect in the 
fiscal year ending June 1956 will probably be about 
£A 20 million. 

The new restrictions upon goods from non-dollar areas 
involve a reduction of 124% per cent in most Category A 
quotas—which include essential materials—and of 25 per 
cent in Category B quotas for less essential and luxury 
goods. Other quotas, with certain exceptions, will be cut 
by 71% per cent. The licensing of goods from the dollar 
area will be subject to an over-all reduction of 12% per 
cent. Certain basic materials, including paper pulp, news- 
print, cotton, aluminum, nickel, copper, and sulphur, will 
be licensed to permit license holders to buy from any 
country, regardless of currency considerations. 

In announcing the Government’s decision, the Prime 
Minister stated that the objective was to bring the ex- 
ternal payments situation into full balance not later than 
June 30, 1956. Australia’s international reserves had 
fallen from £428 million on June 30, 1955 to £370 mil- 
lion. It would be disastrous if, by the end of the fiscal 
year, they were allowed to fall below £300 million with 
nothing done to check the downward movement. At the 
same time, some Commonwealth capital works would be 
postponed, arrangements had been made for more effec- 
tive control of hire-purchase transactions, and an export 
credit scheme would be introduced if a sound basis could 
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be found. Conferences with business, commercial, bank- 
ing, and union leaders encouraged the Government to 
hope for a wide and wise response to appeals for voluntary 
restraint. If this assumption turns out to be wrong, the 
Government would not hesitate to take further fiscal or 
other measures. 


Sources: The Financial Times, London, England, Sep- 
tember 28 and 29, 1955. 


South African Gold and Uranium 


South African gold output in July amounted to 
1,251,225 fine ounces, valued at £15.7 million. This con- 
stitutes a new monthly record. 

Estimated profits for the second quarter of 1955 from 
the uranium of the 15 mines listed as producers were 
nearly £4.1 million, or more than double the amount in 
the second quarter of 1954. Provision for interest on 
and repayment of uranium loans is excluded from this 
figure, which, in certain cases, includes profit from pyrite 
and sulphuric acid. 

Source: Barclays Bank D.C.0., Overseas Review, London, 


England, September 1955. 


Currency of Cyprus 


A decimal currency has been introduced in Cyprus. 
The local pound, which is kept at par with sterling, will 
remain as the standard, but will be subdivided into 1,000 
mils, instead of into 180 piastres as heretofore. 


Source: The Bankers’ Magazine, London, England, Sep- 
tember 1955. 


Corrigendum 


Vol. VIII, No. 6, August 5, 1955, pages 45-46, item 
“Indian State Government Loans”: The Hyderabad loan 
of August 1955 was incorrectly reported in the Indian 
press as being exempt from taxation. The interest on this 
loan is in fact subject to the same taxes as those of the 
other States. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
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